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According to a recent report by the UN Economic Commission for Latin America and the Caribbean
(ECLAC), the foreign debt crisis will likely continue into the foreseeable future. "The painful effects
of the crisis, of a magnitude and scope inconceivable only a few years ago, can be expected to
continue and, in some cases, even grow worse." From 1960 to 1980, Latin America's overall growth
rate was nearly double that of the US. In comparison, the 1980s for most Latin Americans, have been
the "lost decade" of development. In recent years, regional annual growth rates per capita have
averaged only slightly above 1%, far from sufficient to compensate for declining living standards.
Regional output per capita is equivalent to 1978 levels. Inflation has also taken its toll, averaging
over 185% for the regional as a whole in 1987. Next, industrial output as a proportion of gross
regional product has declined. The few countries that have achieved significant industrial growth
in the 1980s paid a high price in the form of surging inflation, trade imbalances and social welfare
cutbacks. In the words of ECLAC executive director Gert Rosenthal, "The region hasn't grown. It has
moved backward. Unless a number of factors change, the 1990s may not prove much better." When
the crisis became evident in 1982, financial and economic experts argued that the world economy
would soon recover, enabling debtor nations to increase exports and thereby ease debt burden
pressures. 1982 and 1983 saw US and multilateral institutions extending emergency bridge loans,
and commercial banks agreed to reschedulings and granted more or less obligatory loans to finance
part of the interest due. A US economic recovery alleviated to some extent Latin American balance
of payments problems. Global, much less regional economic recovery, did not occur, however,
and the region's liquidity crisis was exacerbated. The flow of new commercial bank credit to Latin
America was virtually closed off between 1981 and 1983: from about $55 billion to less than $1 billion.
Enrique Szewach, director of the Foundatoin of Latin American Economic Research in Buenos Aires,
summarizes the resentment common among regional government: "The banks said, `Be good boys
and you'll be rewarded'...Most of us were good but got little for it. It is now clear the banks have
won the 1980s. But we've gotten to a point where the negotiations aren't working anymore. There's
a climate for change." Debt payments continue to be the most significant obstacle to economic
recovery in Latin America. In 1987, debt payments absorbed 30% of regional export revenues. In
the 1981 to 1986 period, the proportion of the region's aggregate gross domestic product applied to
investment dropped from 24% to 16%. From 1982 to 1987, Latin America exported a net $145 billion
in capital to advanced industrial economies, equivalent to about 4% of gross product. Compare this
to the region's historical average of receiving a net capital import equivalent to about 2% of gross
product. Meanwhile, some analysts perceive positive outcomes of the continued crisis. For instance,
according to Enrique Iglesias, former Uruguayan Foreign Minister and current president of the
Inter-American Development Bank, "Latin America is embarking on a real transformation. There
is a new pragmatism in the air, a growing acceptance of the need to reduce the role of the state,
expand and diversify exports and make profound adjustments in the production structures of Latin
American economies." (Basic data from Washington Post, 04/12/88)
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